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yABELMANN &ASSOCIATES, PC.

Certified Public Accountants

Independent Auditor’s Report

The Board of Directors
River Bend Transit:

Report on the Financial Statements

We have audited the accompanying financial statements of River Bend Transit
{a nonprofit organization), which comprise the statements of financial position
as of June 30, 2013 and 2012 and the related statements of activities, cash
flows, and functional expenses for the years then ended, and the related notes
to the financial statements.

Management’s Responsibility for the Financial Statements

Management is respons1ble for the preparation and fair presenta’uon of these
financial statements in accordance with accounting principles generally
accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based
on our audits. We conducted our audits in accordance with auditing standards
generally accepted in the United States of America and the standards applicable
to financial audits contained in Government Auditing Standards, issued by the .
Comptroller General of the United States. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such
opinion. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting estimates made -
by management, as well as evaluating the overall presentation of the financial
statements.

630 River Drive, Suite 100, Bettondort, IA 52722
Phone: 3634410000 Fax: 563-441.0002
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Certified Public Accountants

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of River Bend Transit as of June 30,
2013 and 2012, and the changes in its net assets and its cash flows for the
years then ended, in accordance with generally accepted accountmg principles .
accepted in the United States of America.

Other Maftters
Other Infonndtion

Our audit was conducted for the purpose of forming an opinion on the financial
statements as a whole. The accompanying schedule of expenditures of federal”
awards, as required by U.S. Office of Management and Budget Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations, is presented
for purposes of additional analysis and is not a required part of the financial
statements. Such information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records
used to prepare the financial statements. The information has been subjected
to the auditing procedures applied in the audit of the financial statements and
certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to
prepare the financial statements or to the financial statements themselves, and
other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the information is
fairly stated, in all material respects, in relation to the financial statements
taken as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our
report dated September 30, 2013 on our consideration of River Bend Transit’s
internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing
of internal control over financial reporting and compliance and the results of

- that testing, and not to provide an opinion on the internal control over financial
reporting or on complance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering
River Bend Transit’s internal control over financial reporting and compliance.

Bettendorf, lowa / ‘% W / /
September 30, 2013 e : % -




RIVER BEND TRANSIT
Statements of Financial Position

June 30, 2013 and 2012

Assets

Current assets: :
Cash and cash equivalents (note 2)
Receivables
Investments {note 3)

Prepaid expenses
Total current assets

Property and equipment (notes 4 and 6):
Less accumulated depreciation
Net property and equipment
Total assets

Liabilities and Net Assets

Current liabilities:
Accounts payable
Accrued salaries and payroll taxes
Accrued vacation and sick leave (note 5)

Total liabilities

Net assets:
Temporarily restricted (note 6)
Unrestricted:
Undesignated
Board designated
Total unrestricted net assets
Total net assets

Total liabilities and net assets

See accompanying notes to financial statements.

2013

$ 249,242
268,617
3,057,854
90,059

3,665,772

7,241,981
4,559,796
2,682,185

$6.347,957

$ 63,927

_ 222,642

1,493,985

4,397,279

234,051
4,631,330
6,125315

$6,347.957

2012

$ 634,751
303,999
2,329,036
51,366
3,319,152

7,159,305
4 277.424

—_— =

2,881,881

== =

$6,201.033

$ 53,380

61,671
82,126

197,177

1,785,958

4,027,528

190,370
4,217 898
6,003,856

$6,201.033




RIVER BEND TRANSIT

Statements of Activities

Years Ended June 30, 2013 and 2012

Revenue and support:
Service contracts
User fees
Operating grants, federal
Operating grants, state
Capital grants
Contributions and other grants
Interest
Fuel tax refund
Training fellowship refund -
Net realized gain (loss) on investments
Net unrealized gain {loss) on investments
Gain on sale of equipment
Net assets released from restrictions:
Satisfaction of time or use restrictions

Total revenue and support
Expenses:
Program expenses
Management and general expenses
Total expenses
Increase (decrease) in net assets

Net assets, beginning of year

Net assets, end of year

See accompanying notes to financial statements.

5

2013
Temporarily

Unrestricted Restricted Total
$1,349,474 ¢ - $1,349,474
464,625 - 464,625
516,876 - 516,876
343,225 - 343,225
- 169,437 169,437
11,757 - 11,757
74.608 - 74,608
6,805 - 6,805
8,705 - 8,705
28,964 - 28,964
189,825 - 189,825
6,270 - 6,270

461,410 i 461,410) -
3,462,544 { 291,973) 3,170,571
2,370,405 - 2,370,405
678,707 - 678,707
3,049,112 - 3,049,112
413,432 { 291,973) 121,450
4,217,898 1,785,958 6,003,856
$4,631,330 $1,493.985 $6,125.315




2012

Temporarily

Unrestricted Restricted Total
$1,317,709 $ - $1,317,709
487,841 - 487.841
408,095 - 408,005
316,172 - 316,172
- 173,319 173,319
9,960 . 9,960
69,593 - 69,593
7,006 - 7,006
8,324 . 8,324
( 1,904) - { 1,904)
{ 45,685) - (45,685
2,960 - 2,960

443,239 { 443,239} -
3,023,310 {  269.920) 2.753,390
2,483,202 - 2,483,202
402,331 - 402,331
2 .885,533 - 2,885,533
137,777 ( 269,920) ( 132,143)
4,080,121 2,055,878 6,135,999
$4.217,808 °  $1.785.,958 $6,003,856




RIVER BEND TRANSIT
Statements of Cash Flows

Years Ended Junie 30, 2013 and 2012

Cash flows from operating activities:
Increase {decrease} in net assets
Adjustments to reconcile increase {decrease} in net assets
' to net cash provided by operating activities:
Depreciation
Gain on sale of property and equipment
Net (gain) loss on investments, realized and unrealized
Capital grants :
Decrease in receivables
Increase in prepaid expenses
Increase (decrease) in accounts payable
Increase in accrued expenses
Net cash provided by operating activities

Cash flows from investing activities:
Proceeds from sale of transportation equipment
Purchase of property and equipment
Purchase of investments
Proceeds from maturity and sale of investments
Net cash used by investing activities

Cash flows from financing activities -
Proceeds from grants restricted for property and
equipment acquisitions
Net (decrease) increase in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

See accompanying notes to financial statements.

2013

$ 121,459

433,217
( 6,270)
(218,789)
(169,437)
35,382

{ 38,693)
10,547
14,918
182,334

9,742
(237,027)
{870,371)
360,376
(737.280)

169,437
(385,509)

634,751

- $ 249242

$(132,143)

406,037
( 2,960)
47,589
(173,319)
27,560
( 2,160)
( 26,588)
9,122
153,138

51,893
{253,948)

P Y e a !

(269,059}
211,306
{259,808)

173,319
66,649
568,102

$ 634,751




RIVER BEND TRANSIT

Statements of Functional Expenses

Years Ended June 30, 2013 and 2012

Salaries

Payroll taxes and fringe benefits
Telephone

Fuel

Repairs and maintenance
Insurance

Travel and conferences
Board events
Professional services
Supplies

Utilities

Depreciation

Advertising

Investment fees

Other '

Total

2013
Management
Program ~and
Expenses General Total
$1,006,792 S 482,633 $1,489,425
130,068 54,179 184,247
11,005 6,745 17,750
474,840 - 474,840
117,710 15,278 132,988
181,356 3,777 185,133
- 14,453 14,453
- 1,517 1,517
8,385 20,818 29,203
12,343 12,434 24,777
9,457 5,797 15,254
300,212 43,005 433,217
23,512 - 23,512
- 14,317 14,317
4,725 3,754 8,479
$2,370.405 $_678.707 $3.049,112

See accompanying notes to financial statements.




2012

Management
Program and

Expenses General Total
$1,138,725 $ 241,332  $1,380,057
147,290 31,222 178,512
23,573 5,893 29,466
443,678 - 443,678
108,761 14,182 122,943
201,117 3,262 204,379
- 11,603 11,603
- 3,900 3,900
10,650 15,578 26,228
14,855 9,324 24,179
8,944 5,963 14,907
364,772 41,265 406,037
19,042 - 19,042
- 12,991 12,991
1,795 5,816 7,611
$2,483.202 - $ 402,331 $2,885,533
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RIVER BEND TRANSIT
Notes to Fin_ancial Statements

June 30, 2013 and 2012

Nature of Organization and Summary of Sienificant Accounting Policies

Nature of Organization

River Bend Transit (the Organization) provides transportation services for the elderly,
disabled and general public of Scott, Muscatine, Clinton and Cedar counties in Iowa
and Rock Island County in Illinois.

Summary of Significant Accounting Policies

(a)

(b)

Cash and Cash Equivalents

For purposes of reporting cash flows, the Organization’s cash and cash

equivalents consist of cash held in checking and savings accounts. All amounts
deposited into the investment accounts with a trust department and all
certificates of deposit, regardless of maturity, are excluded from cash equivalents.

Receivables

Receivables are carried at original invoice amount less an estimate made for
doubtful receivables based on a review of all outstanding amounts on a monthly
basis. Management determines the allowance for doubtful accounts by
identifying troubled accounts. Receivables are written off when deemed
uncollectible. Recoveries of receivables previously written off are recorded when
received. It is management’s belief that no allowance for doubtful accounts was
necessary as of June 30, 2013 and 2012. There was no bad debt expense for the
vears ended June 30, 2013 and 2012.

Payment terms are negotiated for each service contract, therefore, a receivable is
considered to be past due if any portion of the receivable balance is outstanding
in excess of contracted terms. Interest is not charged on past due receivables.

Investments

Investments in equity securities with readily determinable fair values and all
investments in debt securities are measured at fair value based on quoted market
prices (Level 1). Investment income or loss, including interest and dividends and
realized and unrealized gains and losses on investments, is included in the
statement of activities as increases or decreases in unrestricted net assets.

10




RIVER BEND TRANSIT

Notes to Financial Statements

{1) Nature of Organization and Sumrriarv of Significant Accounting Policies, continued

Summary of Significant Accounting Policies, continued

(d)

Property and Equipment

Property and equipment are stated at cost. Assets received as gifts and
contributions are stated at their fair values at the date of receipt. Depreciation
for radios and office equipment is computed on a straight-line basis over the
estimated useful lives of the assets which range from five to seven years.
Depreciation for transportation equipment is computed on a straight-line basis
over the estimated useful life of seven years (four vears prior to 2011, note 4).
Depreciation for the building is computed on a straight-line basis over the
estimated useful life of thirty years. Depreciation for building improvements is
computed on a straight-line basis over the estimated useful lives of the assets
which range from fifteen to thirty years. Depreciation for the land improvements
is computed on the straight-line basis over the estimated useful life of fifteen
years.

Classes of Net Assets

The financial statements report amounts by the following class of net assets:

Unrestricted net assets represent those net assets that the Organization may
use at its discretion without restriction. Board designated unrestricted net
assets represent amounts designated for the future acquisition of property
and equipment.

Temporarily restricted net assets represent the percentage of property and
equipment acquired with federally funded capital grants that are subject to
reversionary interest (note 6). As the reversionary interest in federally funded
property and equipment expires by passage of time or use the amount expired
is reclassified to unrestricted net assets.

Revenues, Support and Expenses

Revenues and expenses of the Organization are recognized on the accrual basis.
Revenue is recognized in the accounting period in which it becomes measurable.
Expenses are recognized in the accounting period in which the liability is
incurred, if measurable.

The Organization receives a majority of its revenues from federal and state of
lowa grants and contracts. The Organization also receives payments from users
of its transportation services. Operating grants are accounted for as exchange
transactions and recognized as revenue in the period in which all contractuat

11




RIVER BEND TRANGSIT

Notes to Financial Statements

(1) Nature of Organization and Summary of Significant Accounting Policies, continued

Summary of Significant Accounting Policies, continued

()

Revenues, Support and Expenses, continued

requirements of the grant agreement have been fulfilled. Capital grants are
recognized as temporarily restricted revenue until the reversionary interest in the
assets purchased expires (note 6). Contributions received are recognized as

- revenue at their fair value in the period received.

The Organization reports gifts of cash and other assets as restricted support if
they are received with donor stipulations that limit the use of the donated assets,
or if they are designated as support for future periods. When a donor restriction
expires, that is, when a stipulated time restriction ends or purpose restriction is
accomplished, temporarily restricted net assets are reclassified to unrestricted
net assets and reported in the statement of activities as net assets released from
restrictions. The Organization records and classifies all project income as
unrestricted when the donor restrictions are satisfied in the same reporting
period as received.

Alliocation of Functional Expenses

The Organization allocates expenses to supporting services based upon estimated
time spent by employees for wages and fringe benefits, and estimated and actual
use for other expenses.

Use of Estimmates

The preparation of financial statements, in conformity with U.S. generally
accepted accounting principles requires management to make estimates and
assumptions that affect the reported amount of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

Income Tax Status

River Bend Transit is a nonprofit organization that is exempt from federal and
state income taxes under Section 501(c)(3) of the Internal Revenue Code.

The Organization adopted the provisions of FASB Interpretation 48, “Accounting for
Uncertainty in Income Taxes” (FASB ASC 740, “Income Taxes”) effective July 1,
2009. Management has determined that the Organization does not have any
income tax positions that expose the Organization to uncertainty that are required
to be recorded or disclosed in accordance with ASC 740.

12




RIVER BEND TRANSIT

Notes to Financial Statements.

{1}, Nature of Organization and Summary of Significant Accounting Policies, continued

Summary of Significant Accounting Policies, continued

j) Fair Value Measurements

The Company adopted the Financial Accounting Standards Board (FASB)
Accounting Standards Codification (ASC) 820 “Fair Value Measurements and
Disclosures” effective July 1, 2009. ASC 820 defines fair value, establishes a
framework for measuring fair value and expands disclosure of fair value
measurement.

(2) Cash and Cash Equivalents

Cash and cash equivalents consist of the following at June 30, 2013 and 2012:

2013 2012

Wells Fargo:
Checking account $ 11,124 $ 11,305
Savings account 236,887 623,260
Fiexibie medical account 1,106 o1
Petty cash 125 125
' $249.242 $634,751

{3) Investments
Investments consist of the fo]lbwing at June 30, 2013 and 2012:

Unrealized
Cost Fair Value Gain (Loss)

June 30, 2013:
Money market mutual funds $ 52,882 $ 52,882 s

Debt securities 1,435,587 1,438,263 2,676
Convertible securities 23,495 24,850 1,355
Equity securities 1,119,843 1,541,859 422.016

$2,631,807 $3,057.854 $_ 426,047

June 30, 2012:
Money market mutual funds $ 59,948 $ 59,948 $

Debt securities 879,188 927,093 47,905
Convertible securities 48.884 46,170 { 2,714)
Equity securities 1,104,795 1,205,825 191,030

$2.092.815 $2.329 036 $_ 236,221

13




(3)

(4)

RIVER BEND TRANSIT

Notes to Financial Statements

Invéstments, continued

The investments of the Organization are exposed to various risks such as interest rate,

market and credit risk. Due to the level of risk associated with such investments and
the level of uncertainty related to changes in the value of such investments, it is at

least reasonably possible that changes in risks in the near term could materially affect

investment balances and the amounts reported in the financial statements.

The investments as of June 30, 2013 and 2012 were invested in two separate
investment accounts as follows:

2013 2012
Agency Reserve Account $ 960,155 $ 519,142
Agency Investment Account 2,097,699 1,809,894

$3,057,854 $2,329.036
The Board of Directors has designated investments of $234,051 and $190,370 as of
June 30, 2013 and 2012, respectively, primarily for future property and equipment
acquisitions.

Property and Equipment

Property and equipment consist of the following at June 30, 2013 and 2012:

2013 2012

Land $ 82,220 $ 82,220
Office equipment 372,004 363,557
Transportation equipment and

accessories 4,441,997 4,370,158
Building 1,426,266 1,426,266
Building improvements 352,401 350,101
Land improvements : 567,003 567,003

$7.241,981  $7,159,305

The Organization’s policy is to periodically review the estimated useful lives of its
property and equipment. The review during fiscal year 2011 indicated that actual
lives for certain asset categories generally were longer than the useful lives used for
deprecation purposes in the Organization’s financial statements. As a result, the
Organization revised the estimated useful lives of certain categories of property and
equipment, principally transportation equipment and accessories. Effective July 1,
2010, transportation equipment and accessories’ useful life was extended to 7 years
compared to 4 years used prior to July 1, 2010.

Total depreciation expense for 2013 and 2012 was $433,217 and $406,037, respectively.

14
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RIVER BEND TRANSIT

Notes to Financial Statements

Accrued Compensated Absences

Regular employees accumulate vacation leave hours for subsequent use or for
payment upon termination. Vacation leave is accumulated at a rate of five days after
one year of service, ten days after two years of service and eleven days after six years
of service with one additional day each year thereafter up to a maximum of twenty
days. Employees may accumulate these hours up to a maximum of 240 hours or
thirty days.

All regular employees accumulate sick leave hours at a rate of five days per year and
may accumulate these hours up to a maximmum of 720 hours, or ninety days.

Upon termination employees will receive payment for one-third of the accumulated
sick leave, not to exceed thirty days. The vested portion of the accumulated sick leave
has been accrued as a liability in the statements of financial position, while the
unvested portion represents a contingent liability of $51,673 and $55,227 as of

June 30, 2013 and 2012, respectively.

Reversionarv Interest

The Organization received federa! grant funds from the U.S. Department of
Transportation passed through the Iowa Department of Transportation (IDOT) for the
acquisition of equipment and the construction of its facility. The Organization holds
the title to these assets, however, IDOT holds a reversionary interest in the federally
funded portion of these assets. That is, the assets or the federally funded percentage
of the proceeds from the sale of the assets would revert back to or be redirected by
IDOT in the event the assets were no longer used for the purposes of providing
transportation services to the elderly, disabled and the general public.

The reversionary interest expires on the transportation equipment if they are driven at
least four years or have been driven more than 100,000 miles. The reversionary
interest expires on office equipment and transportation equipment accessories evenly
throughout the course of their useful lives which range from five to seven years. The
reversionary interest on the facility does not expire and requires the payment of the
federally funded percentage of the fair value of the facility at the time it ceases to be
used for its intended purpose. The reversionary interests at June 30, 2013 and 2012
reported as temporarily restricted net assets 1s as follows:

2013 2012
Transportation equipment $ 545926 $ 707,191
Office equipment and transportation
equipment accessories 96,763 166,108
Facilities and facility improvements 851,296 912,659
Temporarily restricted net assets $1,493,985 $1.785,958

15
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(10)

RIVER BEND TRANSIT

Notes to Financial Statements

Emplovee Benefit Plan

Effective January 1, 2000, the Organization implemented a Simple IRA plan covering
all employees who are reasonably expected to earn at least $5,000 in compensation for
the calendar year. All eligible employees have the opportunity to set aside a portion of
their annual salary, not to exceed limits defined in the Internal Revenue Code, before .
federal and state withholding taxes. In addition, the Organization matches up to 3%
of the employee’s annual salary contributed. All contributions are immediately vested.
The Organization’s contributions to this plan were $16,135 and $11,052 for the years
ended June 30, 2013 and 2012, respectively.

Concentration of Credit Risk

The Organization routinely invests its cash not immediately needed for operations in
money market mutual funds. Investments in money market funds are not insured or
guaranteed by the U.S. Government, however, it is management’s belief that credit
risk related to these investments is minimal. Money market mutual funds, included
with investments, were $52,882 and $59,948 as of June 30, 2013 and 2012,
respectively.

The Organization regularly maintains balances in excess of the FDIC insured Iimit at a
maior financial instituition, Itis managerment’s helief that credit risk related to thesge
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deposits is minimal.

Major Customers

The Organization earns a substantial portion of its contract sales from certain major
customers. Net sales and grants from these major customers for the year ended
June 30, 2013 and the related accounts receivable as of June 30, 2013, were as follows:

Receivable

Net Sales Balance
Customer A $537,601 $ 44,482
Customer B 424,255 62,203

Subsequent Events and Contingencies

On July 1, 2009, River Bend Transit adopted changes issued by the Financial
Accounting Standards Board {(FASB) related to disclosure of subsequent events. These
changes require the disclosure of the date through which an entity has evaluated
subsequent events and the basis for that date (that is, whether that date represents
the date the financial statements were issued or were available to be issued). River
Bend Transit has evaluated subsequent events through September 30, 2013. Effective
July 1, 2013, a major customer (Customer B in note 9) did not renew its contract for
services with the Organization.

16




RIVER BEND TRANSIT
Schedule of Expendituiires of Federal Awards

Year Ended June 30, 2013

Federal Grantor/ _ _ Federal Pass-Through
Pass-Through Grantor/ CFDA Grantor’s
Program Title Number Number

U.S. Department of Transportation/
Passed through lowa Department of Transportation/

ARRA Capital Investment Assistance Project 20.509 85-0034-090-13
Capital Investment Assistance Project 20.509 85-0034-090-13

. 18-0030G-090-13
Non-Urban Operating Assistance Project 20.509 Reallocation
Non-Urban Operating Assistance Project 20.509 18-0030-090-13
Rural Transit Assistance Program ' 20.509  Training Fellowships

Total 20.509

Job Access/ Reverse Commute Project 20.516 37-X020-090-11&13
New Freedom Operating Assistance Project 20.521 S57-X005-090-11

U.8. Department of Housing and Urban Development/
Passed through City of Davenport/
Community Development Block Grant 14.218 CDBG-YR38

Total federal awards expended

See accompanying notes to Séhedule of expenditures of federal awards.

17

Program
Expenditures

$ 99,046
70,391

4,367
263,281

8,705
445 790
178,638

45737

24,875

$695,040
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RIVER BEND TRANSIT
Notes to Schedule of Expenditures of Federal Awards

Year Ended June 30, 2013 -

Basis of Presentation

The accompanying schedule of expenditures of federal awards includes the federal
grant activity of River Bend Transit and is presented on the accrual basis of
accounting. The information in this schedule is presented in accordance with the
requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations. Therefore, some amounts presented in this schedule may differ
from amounts presented in, or used in the preparation of, the financial statements.

18




JABELMANN & ASSOCIATES, PC.

Certified Public Accountants

Independent Auditer’s Report on Internal Contrel Over Financial Reporting and on

Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

The Board of Directors
River Bend Transit:

We have audited, in accordance with the auditing standards generally accepted
in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards issued by the Comptroller General
of the United States, the financial statements of River Bend Transit {(a nonprofit
organization), which comprise the statement of financial position as of June 30,
2013, and the related statements of activities, cash flows and functional
expenses for the year then ended, and the related notes to the financial
statements, and have issued our report therecon dated September 30, 2013.

Internal Control Over Financial Reporting

in planning and performing our audit of the financial statements, we considered

arrme Daam il Marmsm oidla damdan ml o~ dan] Ao finmem ]l e e faan Al A by
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determine the audit procedures that are appropriate in the circumstances for
the purpose of expressing our opinion on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of River Bend
Transit's internal control. Accordingly, we do not express an opinion on the
effectiveness of River Bend Transit's internal control.

A deficiency in internal control exists when the design or operation of a control
does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct misstatements on a
timely basis. A material weakness is a deficiency, or a combination of
deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of River Bend Transit’s financial statements will not be
prevented, or detected and corrected on a timely basis. A significant deficiency
is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by
those charged with governance.

QOur consideration of internal control was for the limited purpose described in
the first paragraph of this section and was not designed to identify all
deficiencies in internal control that might be material weaknesses or significant
deficiencies and therefore, material weaknesses or significant deficiencies may
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exist that were not identified. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material
weaknesses. However, material weaknesses may exist that have not been
identified. We did identify certain deficiencies in internal control, described in
the accompanying schedule of findings as item 2013-001 that we consider to be
a significant deficiency. '

Compliance and Other Matters

As part of obtaining reasonable assurance about whether River Bend Transit’s
financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts and grant
agreements, noncompliance with which could have a direct and material effect
on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an ohjective of our audit
and, accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are required to
be reported under Government Auditing Standards.

River Bend Transit’s Response to Findings

River Bend Transit’s response to the finding identified in our audit is described
in the accompanying schedule of findings. River Bend Transit’s response was
not subjected to the auditing procedures applied in the audit of the financial
statements and, accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of
internal control and compliance and the results of that testing, and not to
provide an opinion on the effectiveness of the Organization's internal control or
on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the
Organization's internal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

Bettendorf, Iowa . - / {
September 30, 2013 ' 7 w7 ¢ 2, PR S
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Independent Auditor’s Report on Compliance for Each Major Program
and on Internal Control Over Compliance Required by OMB Circular A-133

The Board of Directors
River Bend Transit:

Report on Compliance for Each Major Federal Program

We have audited River Bend Transit's compliance with the types of compliance
requirements described in OMB Circular A-133 Compliance -Supplement that
could have a direct and material effect on each of River Bend Transit’s major
federal programs for the year ended June 30, 2013. River Bend Transit's major
federal programs are identified in the summary of auditor’s results section of
the accompanying schedule of findings.

Management's Responsibility

Management is responsibie for compliance with the requirements of laws,
regulations, contracts, and grants applicable to its federal programs.

Auditor's Responsibility

Our responsibility is to express an opinion on compliance for each of River
Bend Transit's major federal programs based on our audit of the types of
compliance requirements referred to above. We conducted our audit of
compliance in accordance with auditing standards generally accepted in the-
United States of America; the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the
United States; and OMB Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance
about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence
about River Bend Transit's compliance with those requirements and performing
such other procedures as we considered necessary in the circumstances.

We believe our audit provides a reasonable basis for our opinion on compliance

for each major federal program. However, our audit does not provide a legal
determination on River Bend Transit's compliance.
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Opinion on Each Major Federal Program

In our opinion, River Bend Transit complied, in all material respects, with the types
of compliance requirements referred to above that could have a direct and material
effect on each of its major federal programs for the year ended June 30, 2013.

Report on Internal Control Over Compliance

Management of River Bend Transit is responsible for establishing and
maintaining effective internal control over compliance with the types of
compliance requirements referred to above. In planning and performing our
audit of compliance, we considered River Bend Transit 's internal control over
compliance with the types of requirements that could have a direct and material
effect on each major federal program to determine the auditing procedures that
are appropriate in the circumstances for the purpose of expressing an opinion
on compliance for each major federal program and to test and report on internal
control over compliance in accordance with OMB Circular A-133, but not for
the purpose of expressing an opinion on the effectiveness of internal control
over compliance. Accordingly, we do not express an opinion on the
effectiveness of River Bend Transit's internal control over compliance.

Our consideration of internal control over compliance was for the limited
purpose described in the preceding paragraph and was not designed to identity
all deficiencies in internal control over compliance that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or
significant deficiencies may exist that were not identified. However, as
discussed below, we identified certain deficiencies in internal control over
compliance that we consider to be significant deficiencies.

A deficiency in internal control over compliance exists when the design or
operation of a control over compliance does not allow management or
employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in
internal control over compliance is a deficiency, or combination of deficiencies, in
internal control over compliance, such that there is a reasonable possibility that
material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis.

A significant deficiency in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance with a type of
compliance requirement of a federal program that is less severe than a material
weakness in internal control over compliance, yet important enough to merit
attention by those charged with governance. We consider the deficiencies in
internal control over compliance described in the accompanying schedule of
findings as item 2013-002 to be a significant deficiency.
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River Bend Transit’s response to the internal control over compliance findings
in our audit is described in the accompanying schedule of findings. River Bend
Transit’s response was not subjected to the auditing procedures applied in the
audit of compliance and, accordingly, we express no opinion on the response.

The purpose of this report on internal control over compliance is solely to
describe the scope of our testing of internal control over compliance and the
results of that testing based on the requirements of OMB Circular A-133.
Accordingly, this report is not suitable for any other purpose.

Bettendorf, lowa
September 30, 2013 : % P
&
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RIVER BEND TRANSIT
Schedule of Findings
Year Ended June 30, 2013

Part I: Summaryv of Auditor’s Results

Financial Statements

(a} An unmodified opinion was issued on the financial statements.

(b) The audit did not disclose any material weaknesses in internal control
over financial reporting.

{c} Significant deficiencies in internal control over financial reporting were
disclosed by the audit of the financial statements.

{d) The audit did not disclose any noncompliance which is material to the
financial statements.

Federal Awards

(a) An unmodified opinion was issued on compliance for major federal programs.

(b} The audit did not disclose any material weaknesses in internal control
over major programs. '

(c) Significant deficiencies in internal control over major programs were disclosed.

(d) No audit findings were disclosed that are required to be reported in
accordance with OMB Circular A-133 Section .510(a).

(e} The major programs for the June 30, 2013 audit were as follows:

Federal Grantor/ Federal Pass—Through
Pass-Through Grantor/ CFDA Grantor’s Program
Program Title Number Number Expenditures

U.S. Department of Transportation/
lowa Department of Transportation/

ARRA Capital Investment Assistance Project 20.509 85-0034-090-13 $ 99,046
Capital Investment Assistance Project 20.509 85-0034-090-13 70,391
Non-Urban Operating Assistance Project 20.509 18-0030-090-13 267,648
Rural Transit Assistance Program 20.509 Training Fellowships 8,705

Total major programs $445.790
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RIVER BEND TRANSIT
Schedule of Findings

Year Ended June 30, 2013

Part I: Summary of Auditor’s Results, continued

Federal Awards, continued

() The dollar threshold used to distinguish between Type A and Type B
programs was $300,000.

(g) River Bend Transit qualified as a low risk auditee.

Part II: Findings Related to the Financial Statements

Significant Deficiency

2013-001 Segregation of Duties

Finding: The Organization is very conscious of internal controls related to
segregation of duties and has implemented many controls to attempt to
mitigate a risk of losses from employee errors and dishonesty due to a
limited number of office personnel. However, even with significant
mitigating controls in place, financial reporting, payroll processing and
recording, and contract billing/reimbursement are primarily performed by
the Director of Finance. From an internal control standpoint, this
combination of duties is not conducive to adequate segregation of duties,

Recommendation: From a practical standpoint, strong segregation of duties
related to confidential and/or sensitive data is not practical with a limited
number of personnel. The Organization has implemented mitigating
controls to compensate for a lack of segregation of duties such as Board
approval of all disbursements, monthly financial report reviews including
comparisons to budget, and periodic oversight of the daily activities by the
Board and the Executive Director. Since strong segregation of duties is not
practical, oversight is the primary mitigating control. As such, the Board
and Management oversight should continue.

Response and Corrective Action Plan: Management will continue to
investigate opportunities to further segregate financial responsibilities and
the Board of Directors and the Finance Committee will continue to provide
strong monitoring and oversight.

Conclusion: Response accepted.
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RIVER BEND TRANSIT
Schedule of Findings

Year Ended June 30, 2013

Part I1I: Findings Related to Compliance with Federal Awards

Significant Deficiency in Internal Control Over Compliance

2013-002 Segregation of Duties
All Federal Programs
Questioned Costs - None
See Finding 2013-001

Part IV: Summary of Prior Year Audit Findings

12-1I-A and 12-I1I-A Segregation of Duties

Comments still valid. Refer to current year findings 2013-001 and 2013-002.
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